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The first quarter of the year brought renewed optimism that the end of this 
awful crisis might be in sight. The Prime Minister’s Roadmap to Recovery was a 
welcome intervention which set out a blueprint for easing national restrictions 
and taking tentative steps on the path to normalcy. The assurances offered by the 
Prime Minister also seemingly translated to greater levels of business confidence 
amongst firms in the region, with both profitability and turnover projections the 
highest we’ve seen in twelve months. Elsewhere, it was a mixed bag – domestic and 
international sales saw a minor upturn but still remain in negative territory. Hiring 
levels picked up markedly, however, unsurprisingly, capex and training investment 
remains sluggish. The majority of firms continue to experience severe problems 
related to cash flow levels and we also saw a noticeable increase in the number of 
firms that are under pressure to raise their prices as the dual forces of Covid-19 and 
Brexit continue to bite. 

During my tenure as Chief Executive of the Chamber its remarkable to think of 
the extraordinary events which have radically altered the political and economic 
landscape of this country and our region over the last six years - two General 
Elections, an EU referendum, the UK’s subsequent departure from the European 
Union and of course, grappling with a global pandemic which forced large parts 
of the economy into temporary stasis. Throughout that time, businesses in Greater 
Birmingham have displayed an indomitable spirit and remained steadfast in the face 
of grave crisis and deep uncertainty. Ultimately, it’s that strength of character which 
will power an economic recovery as we adapt to the post pandemic landscape, 
and as always, the Chamber will be on hand to offer the support and guidance 
businesses need to survive and ultimately thrive beyond the crisis.
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In addition to being unexpected, the continuation of economic recovery in Q1 is 
also remarkably broad-based according to our survey responses. Although the 
proportion experiencing a fall in domestic sales remains very high (at 40% being 
over double historic norms), it has steadily decreased since peaking at over 70% 
in the second quarter of 2020. Moreover, a third of businesses have actually seen 
sales growth (the highest since before the pandemic). Orders have now stabilised, 
which is further good news (and again the best performance since the start of the 
pandemic). Professional services seems a particular strong point.

Much the same performance is visible in the export market. Our figures also suggest 
that the regional labour market is approaching a turning point with similar numbers 
of firms taking on new workers and shedding labour. Meanwhile, forward looking 
indicators for changes in workforce size are returning to trend values, although the 
proportion recruiting remains below its pre-pandemic norm.

Rather less positively, cashflow continues to be a challenge for many firms and 
investment remains well below its pre-pandemic levels, although it is slowly 
recovering. That said, firms are clearly optimistic about the recovery and there are 
good reasons to think that the severe economic headwinds of the past 12 months 
will gradually abate over the summer months. 

 
The Greater Birmingham Chambers of Commerce’s Quarterly Business Report offers 
an up to date snapshot of the performance of the Greater Birmingham business 
community. It is the most comprehensive regular report of its kind in the city-region. 
Underpinning our report is data gathered from quarterly surveys on key indicators 
such as sales, exports, investment intentions, Brexit and the workforce. The Greater 
Birmingham Quarterly Business Report launched in 2016, succeeding the previous 
Quarterly Economic Survey Report.

The Chambers survey businesses across the Greater Birmingham Chambers area 
which includes Birmingham, Solihull, Sutton Coldfield, Lichfield & Tamworth, Cannock 
Chase and Burton-on-Trent. Balance figures are determined according to business 
responses to the indicators: an increase (multiplied by 1), remain constant (multiplied 
by 0.5), decrease (multiplied by 0). A figure over 50 is indicative of growth, a figure 
under 50 represents contraction.

About the 
Quarterly
Business

Report



The domestic demand balance score rose by 5 points to 47 
but is still someway short of returning to positive territory 
as businesses attempted to adapt to the latest nationwide 
restrictions
  
Across the board, 33% reported an uplift in domestic sales – up from the 28% listed in Q4; in 
addition, 27% reported that their UK sales remained constant for the second consecutive quarter, 
whereas 40% witnessed a drop in domestic demand (down from the 45% noted in Q4) which lead 
to an overall increase in the balance score. Contrasting trends emerged from the two individual 
sectors. For the second consecutive quarter, the manufacturing balance for UK sales recorded a fall 
– this time by 4 points to a figure of 44. Much of this was down the fact that 39% of manufacturers 
saw a drop in UK sales (up from 35% in Q4) and 27% reported an increase (down from 32% in the 
previous quarter) which led to the change in the balance score. The service sector balance went 
up by seven points to 48 as we saw a notable increase in the number of service firms recording an 
increase in domestic output (up from 27% to 35% in the current quarter).

It was pleasing to see that the domestic orders balance score returned to positive territory for 
the first time in 12 months which perhaps reflects the positivity generated by the Government’s 
announcements in relation to easing the national restrictions over the coming months. 34% expect 
their UK orders to increase over the next 3 months – an 11% uplift compared to the previous quarter 
which led to the balance score to go up from 40 to 50. Although the advanced order results point 
to a spark of positivity on the horizon, the Office of Budget Responsibility laid bare the sombre 
state of the nation’s finances ahead of the recent Budget.  In particular, it was confirmed that the 
UK economy had shrank by 10% in 2020 and whilst the economy in expected to rebound this year 
once restrictions are lifted, the UK economy is not expected to return to pre-Covid levels until the 
middle of 2022, with growth of 7.3% expected next year. 

DOMESTIC DEMAND

The number of businesses under pressure to raise their prices 
saw a sharp rise this quarter whereas cash flow issues remain 
prevalent 

The price index balance score shot up by eight points to a figure of 66 – the highest on record 
since the end of 2019 mainly down to the fact that 35% of businesses in the two sectors 
combined expected the price of their goods and services to go up (an increase of 10%). In 
terms of reasons as to why firms were under pressure to raise prices, 30% of businesses cited 
raw material prices – the highest figure on file since Q4 2017 and perhaps directly related to 
the increased costs of bringing goods in from the EU following the end of the Brexit transition 
period. In addition, 17% of firms referred to finance costs as the key driver behind projected 
price increases (down from the 23% listed in Q4). All of which was likely to have an impact on 
cash flow levels and whilst the balance score remains worryingly marooned in negative territory 
at 41, we did witness a 6 point increase in the overall figure. Much of this was down to the fact 
we saw an increase in the percentage of firms noting improved cash flow levels this quarter (up 
from 15% to 22% in the current quarter). 

14% of businesses in the two sectors combined specified competition as their primary concern 
and it was clear to see a greater number of businesses are concerned over the impact of 
Corporate Taxation in comparison to three months ago – a figure of 25% is the highest on 
record since the start of 2016. In addition to this, concerns over business rates (up by 1% to 17%) 
and inflation (up by 3% to 13%) also became more prominent in comparison to the last quarter. 
Although the Chancellor answered many of the lobbying calls we set out in our recent Back our 
Businesses Plan, a number of areas remain of concern particularly in relation to strengthening 
the foundations of the domestic economy as we emerge from the pandemic. Nevertheless, it 
is disappointing to see that reform of the business rates system remains off the agenda. As the 
GBCC and British Chambers of Commerce have repeatedly called for, it is imperative to review 
the frequency of valuations, the value of the multiplier and the feasibility of the neutrality 
principle in current market conditions if we are to create a system which alleviates the severe 
cash pressures firms are facing and encourages greater business investment. 

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
▲ 5 Points

▲
33%

=
27%

▼
40%

DOMESTIC ORDERS

Balance
▲ 10 Points

▲
34%

=
31%

▼
36%

CASH FLOW

Balance
= 0 Points

▲
22%

=
38%

▼
41%

EXTERNAL FACTORS

INFLATION 13%
BUSINESS 
RATES 17%
INTEREST 
RATES 7%
COMPETITION 27%
EXCHANGE 
RATES 11%
TAXATION 25%



The workforce balance score emerged from negative 
territory for the first time in four quarters with a figure of 51 
recorded 

In total, 21% of firms in both sectors added to their headcount over the previous three months –
a minor increase of 3% compared to the last quarter; this was offset by a marked decline in the
number of businesses that were reducing staff numbers over the last quarter – down from 30%
to 19% in the current quarter. This led to a seven point increase in the workforce balance score
and perhaps underlines the ongoing importance of the Job Retention Scheme in safeguarding
thousands of jobs across the region.

From a regional perspective, between October and November, employment fell by 0.5% to 
74.0% whereas unemployment increased by 1.2% to 6.1% - still someway higher on both counts 
in comparison to the national statistics. It was also telling to see that 28.3 million employees 
were paid through payroll in January 2021, an 83,000 increase in comparison to December 
2020 – however, this was still 726,000 fewer than the figure recorded in February 2020. In a 
bid to open up employment pathways for those directly impacted by Covid-19, it was pleasing  
to see the Chancellor use the Budget to announce plans around doubling Apprenticeship 
incentive payments for employers along with the introduction of a new “Help to Grow” Scheme 
in order to help SMEs upskill their workforce.  Topics such as these are central to the GBCC’s 
Growth Through People campaign, now in its fifth year and continuing to go from strength to 
strength. This year’s conference will share best practice approaches to engaging remote and 
flexible-working employees, unlocking potential and harnessing resilience as we emerge from 
the current restrictions – click here for more details. 

WORKFORCE & RECRUITMENT

Export sales across both sectors combined rose for the 
second consecutive quarter however the overall balance 
score remains just shy of positive territory 

In total, 30% of businesses in the manufacturing and professional services sectors reported 
an increase in international sales – an uplift of 8% compared to Q4. This offset the rise of 
firms in both sectors which recorded a drop in export sales (up from 29% to 32%) which lead 
to the overall balance score going up two points for 47 to 49. Once again, differing trends 
emerged in the two sectors. The service sector balance fell by 1 point to 47 mainly as a result 
of the fact that 33% of service firms witnessed a fall in overseas sales (up from 29% in Q4). 
The manufacturing balance made a welcome return to positive terrain for the first time since 
the start of last year; 37% of manufacturers noted increased export sales over the last 3 
months (compared to 19% at the end of 2020) which meant the balance score went up from 
46 to 53.

The export order balance also saw a minor upturn of three points to a figure of 46; much 
of this was down to the fact that we saw a noticeable drop in the percentage of firms 
reporting a fall in advanced international orders in both sectors combined (down from 50% 
in Q4 to 31% in the current quarter).  The ONS reported that in December 2020, imports to 
the UK went up by £0.8bn and exports from the UK also went up by £0.4bn. In addition, it 
was reported that a greater percentage of medicinal and pharmaceutical products along 
with car parts were stockpiled in preparation for the UK’s departure from the European 
Union.  It’s clear that both Covid-19 and the fallout from Brexit are likely to impact local firms’ 
overseas output in some shape or form in the short to medium term and we would urge 
local businesses that are keen to hone or recalibrate their export strategy to join us for the 
upcoming GBCC Global Trade Conference in June.  Following its successful launch last year, 
the digital webinar will explore business opportunities around enhancing international ties 
and embedding innovative business practice in a bid to drive export activity – full details can 
be found here.

EXPORT DEMAND

EXPORT SALES

Balance
▲ 2 Points

▲
30%

=
38%

▼
32%

EXPORT ORDERS

Balance
▲ 3 Points

▲
23%

=
46%

▼
31%

WORKFORCE 

Balance
▲ 7 Points

▲
21%

=
60%

▼
19%

42%
OF FIRMS ATTEMPTED 

TO RECRUIT

OF WHICH

39%
FACED RECRUITMENT  

DIFFICULTIES

https://www.greaterbirminghamchambers.com/networking-events/events-calendar/listing/growth-through-people-conference-2021-210330/details
https://www.greaterbirminghamchambers.com/networking-events/events-calendar/listing/global-trade-conference/details
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Despite the uncertainty caused by Brexit, an opportunity exists to drive 
export led growth which will also help to strengthen the foundations of our 
domestic output.

Q2 2008 Q3 2008 Q4 2008 Q1 2009 Q2 2009

Domestic Sales balance score 57 44 33 32 40

Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021

Domestic Sales balance score 64 21 43 42 47

Source: GBCC Quarterly Business Report

As the most comprehensive report of its kind in the city region, data from the Quarterly Business Report 
allows us to compare historical trends in order to assess the impact of the different economic crises the 
region has endured over the last thirty years. The data in the table above compares Domestic sales in 
the midst of the global financial crisis and during the current pandemic. For a start, it’s clear to see that 
Domestic sales in the region were stronger heading into the current crisis (Q1 2020) then in 2008 and 
the drop in UK activity was more pronounced during the start of the pandemic (falling to 21 at its lower 
ebb in Q2 2020 compared to the 32 listed in Q1 2009). Nevertheless, the data also suggests the pace of 
recovery during the current crisis has outstripped that of the global financial crisis. Recent data released 
by the Department of International Trade revealed that goods exporting businesses are also a fifth more 
productive on average than those who do not export – so clearly, boosting our export strength will also 
bolster the foundations of our domestic output.  

Undoubtedly, the biggest threat to our international output rests upon the fallout from Brexit. The latest 
data from the ONS revealed that UK exports to the European Union have fallen significantly at the start 
of the year as border restrictions continue to bite. If anything, this reiterates the need for Government 
to work with partners across the country to formulate an export strategy which will allow businesses 
to flourish and prosper. For local businesses that are keen to extend their overseas reach, the GBCC 
International Hub is on hand to provide a range of advice on export documentation, translation 
services and specialist international trade advice – click here for more details.

Profitability and Turnover projections rose sharply, 
however investment intentions remain understandably 
subdued 

Perhaps buoyed by the successful roll out of the vaccine and the Government’s plans 
to ease the nationwide lockdown, 58% of firms in both sectors expect their turnover to 
increase over the course of the year – up from 39% in Q4 which meant the balance score 
increased by 16 points to a figure of 67. In a similar vein, the turnover balance score went 
up by 13 points to a figure of 61 – once again, we saw a noticeable rise in the percentage 
of firms expecting their turnover to increase over the next 12 months (up from 35% to 
49%).  However, it was interesting to note that the number of firms operating at full 
capacity fell ever so slightly from 45% to 43% in the current quarter. 

Investment plans related to staff training saw a welcome increase – the overall balance 
score rose by 6 points to a figure of 48 as 24% of businesses this quarter were 
committed to increasing their training spend – up from the 17% listed at the end of 
last year. Although it was slightly reassuring to see the percentage of firms that had 
allocated greater funding for capex go up from 14% to 17%, the fact of the matter is the 
majority of businesses reported a decrease in their capex spend in the current quarter 
(35%) which meant the balance score remained stationed in negative territory at 48. 

The GBCC was pleased to see the Chancellor announce plans related to businesses 
being able to deduct investment costs from tax bills and in essence, reducing taxable 
profits by 130% - clearly, innovative mechanisms need to be put in place to help 
businesses ‘grow’ their way out of the current crisis. However, it was also telling that 
deductions are only viable for businesses investing in plant & machinery and the GBCC 
are calling for the same measures to be extended to those firms investing in digital 
technology in order to encourage greater investment across a wider range of sectors. 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
▲ 3 Points

▲
17%

=
47%

▼
35%

 
TURNOVER

Balance
▲ 16 Points

▲
58%

=
18%

▼
24%

https://internalcrm.birmingham-chamber.net/GBCC/main.aspx#585229898


Quarterly Business Report 
If you have any further questions on the report please contact Raj 
Kandola on 0121 274 3264 or r.kandola@birmingham-chamber.com. 
 
For more information go to www.greaterbirminghamchambers.com

About GBCC

The Greater Birmingham Chambers of Commerce (GBCC) is a membership-led, business support 
organisation that has acted as the voice of local businesses since 1813. Today, we continue to connect, 
support and grow local businesses.

We are one of the largest Chambers in the country, with over 3,000 member companies covering six 
geographic areas across the region (Birmingham, Burton, Chase, Lichfield and Tamworth, Solihull and 
Sutton Coldfield) and four themed divisions (Asian Business Chamber of Commerce, Future Faces, the 
Transatlantic Chamber of Commerce and the Commonwealth Chamber of Commerce).

Members range from young professionals to SMEs and large, high profile organisations, including 40 
Chamber Patrons comprising companies such as Mondelez International, Jaguar Land Rover and The 
NEC Group.

About Birmingham City University

Birmingham City University is a dynamic, business-engaged institution with over 25,000 students from 
just under 100 countries. As a substantial employer with over 2,500 staff and through the provision 
of graduate talent, research and knowledge transfer, we contribute in excess of £286 million to 
Birmingham’s gross domestic product (GDP) supporting 4,810 jobs in the city.

BCU’s ‘University for Birmingham’ mission reflects its role as an anchor institution in Birmingham and the 
wider West Midlands, but also as a civic university. The University has active engagement with in excess 
of 2,500 businesses, with over 1,400 formally assisted to start, grow or innovate since 2017/18 through 
our business support programmes. Our long-term sponsorship of the Quarterly Business Survey – now 
heading into its fifth year - exemplifies our commitment to work with and support our city and region. 

The University has extensive sector linkages providing detailed intelligence and input into future 
innovation, driving thinking around 5G, smart specialisation, the creative economy, advanced 
manufacturing and health-related life sciences. Courses at BCU are informed by Industry Advisory 
Boards, where information about business needs are reviewed and skills challenges are discussed. 
Innovation is at the core of our work. Working in partnership is at the core of our approach to business.

In 2020 we relaunched BCU Advantage, the business growth service from Birmingham City University 
which connects regional businesses to the knowledge, skills, facilities and funding needed to achieve 
success. To find out more visit bcuadvantage.co.uk/ @BCUAdvantage

Join the Conversation 

Join the conversation by following at @grbhamchambers and using #GBCCQBR

Pictured (Front): St Luke’s Church, Cannock

http://www.greaterbirminghamchambers.com
http://bcuadvantage.co.uk



